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I INTRODUCTION 


Old age income maintenance measures in New Zealand are 
an integral part of a comprehensive and co-ordinated universal 
social security system evolved from earlier categorical 
programs. The Old Age Pensions Act of November 1898 was the 
first statutory provision made by any British country for 
this form of assistance to aged persons. This means test 
scheme, with minor alterations and extensions, is the age- 
benefit program under the present Social Security Act. 

In 1940 an entirely new principle in old age income 
security for New Zealand was adopted with the introduction 
of a universal superannuation benefit. Since the initial 
benefits under this program are small, the old age means 
test pension had to be retained as the main old age income 
maintenance program in New Zeland while the universal 
superannuation benefit is maturing. 

The maximum age-benefit payable to persons 60 years of 
age and over, on a means test basis, is at present £130 
(#101631) ')) per annum, For the fiscal year 1950-51, a non- 
means test superannuation benefit of £35 (#108.0)) 64) per 


annum is payable to persons 65 years of age and over. 


(1) The current rate of exchange is $3,087 Canadian dollars 
for a New Zealand pound. This exchange rate is helpful 
in indicating what a New Zealand cash benefit would 
provide if the benefit were paid to a beneficiary in 
Ganada and is the only yardstick available for translating 
the Gash benefit into Canadien terms. It does not, 
however, measure in Canadian terms the actual purchasing 
power of a New Zealand cash benefit expended in New Zealand. 
Such a comparison involves not only the amount of the cash 
benefit but also the relation of that cash benefit to 
price levels and consumption patterns. 
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In addition to cash benefit programs which include, on 
a means test basis, the age, invalids', widows', orphans, 
sickness, unemployment (1) and emergency benefits and, on a 
non-means test basis, the superannuation, family (family 
allowances), miners', and Maori war benefits, the New 
Zealand Sa provides a comprehensive scheme of public 
medical and hospital care and other related health services. 

Expenditures for cash benefits, health services, and 
administration are financed on a current-cost basis from 
the Social Security Fund, which receives income from a 
7i per cent charge on wages, salaries and other income and 
an annual grant from consolidated revenue. 

The age-benefit and universal superannuation benefit, 
in common with all monetary benefits under the Social 
Security Act, are administered by the Social Security 
Department under a Social Security Commission while adminis- 
tration of the health services is the responsibility of 
the Department of poner: Collection of the social security 
contribution is a Parte of the Land and Income Tax 


Department. 





(1) The Act does not set out any income and property 
qualification for the unemployment benefit, although the 
Social Security Commission may, in its discretion, consider 
such qualifications and reduce the benefit. 
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In addition to the income maintenance programs 
specifically related to old age income security some of 
the recipients of other benefits such as widows', invalids', 
miners' and emergency benefits are in the odder age groups. 
Further, the health benefits, which are not conditioned by 
an income test, provide an important supplement to the 
various income maintenance programs. 

The old-age income security program. should be considered 
against the background of its social and economic setting. 
New Zealand is a small country with a unitary form of 
government. It covers an area equal to about 40 per cent 
of any one of the Prairie Provinces. With almost 1.9 million 
people, it approximates the combined populations of British 
Columbia and Alberta and has a comparatively homogeneous 
population, with non-white persons, mainly Maoris, rep- 
resenting about & per cent. In age distribution, the 
population is not unlike that of Canada. Approximately 
26 per cent of its population, excluding Maoris, was under 
age 15 in 1945; for Canada for the same year, the percentage 
was 27.5. The older population has been increasing some- 
what more rapidly than in Canada. Abdut 6.5 per cent of 
the New Zealand population, excluding Maoris, was age 65 
and over in 1936; this figure rose to 9 per cent in 1945. 
For the same years the figures for Canada were6.1 and ‘7.1 


per cent, respectively. 
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While for many years New Zealand has been predominancly 
agricultural, manufacturing now constitutes a major sector 
in the economy although much of this development has been 
in industries for processing meat and dairy products. fThe 
majority of the people jive in urban centres and rely upon 
wages and salaries for income. About 55 per cent of the 
population lived in urban areas in 1947 while wages and 
Salaries was the largest item, 48.9 per cent, of private 
income in 1949. The next largest item was income from 
farming which amounted to about 14 per cent. In Canada in 
1941 about 54.3 per cent of the population lived in urban 
areas, wages and salaries constituted about 59 per cent of 
personal income in 1948 and net income of farm operators 
from farm production amounted to about 14 per cent. 

New Zealand has a dependent as contrasted with a self- 
Suifiicient economy. The prosperity of the country is 
affected to a considerable extent by world trade and, 
particulary, by marketing arrangements within the British 
Commonwealth. Much has da@pended upon the prices received 
for its exports, which are mainly butter, cheese, meat, 
hides, wool and other farm products. Receipts from the 
Suie of these exports have provided a considerable pro- 
portion of the income for the purchase of imports of 
machinery, transportation equipment, textiles and other 


manufactured products. Living standards of the country, 
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fe 
as well as the social security system, may be favourably 
or unfavourably affected by fluctuations in world prices 
for agricultural products which form a dominant factor 
in the New Zealand economy. 

The smallness of the population and area of the country, 
the relative homogeneity of the population, the existence 
of a unitary form of government, and the absence of any 
significant regional differences in living costs and 
standards are factors which have contributed to the 
simplicity and directness of the New Zealand social security 


program and its administration. 
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II AGE-BENEFIT 

Non-contributory old age pensions were established 
in New Zealand in 1898, seven years after the non-contributory 
pension was originated by Denmark. During the next 40 
years, widows’ penaions, miners’ pensions, pensions Tor 
the blind, famihy allowances, and invalids! pensions 
were introduced, in that order, in New Zealand. 

Under the Social Security Act of 1958, the cash 
benefit programs, including old age pensions, were grouped 
together for administrative and financial purposes under 
one comprehensive scheme, to which all adults had to 
contribute. With this inclusion of old age pension (now 
called age-benefit) under a contributory scheme the 
pensionable age was reduced from 65 to 60 but the means 
test was retained. Thus, under existing legislation 
an age-benefit is payable monthly on the basis of a means 
test to any resident, male .or female, 60 years of age or 
over. The maximum rate of the age-benefit is £2/10/- a 
week or £1350 per annum. 

The age-benefit is one of the most costly measures 
under the New Zealand social security program. At the 
end of September 1949, there were 115,299 recipients and 
an estimated £15,550,000 was paid out in age-benefits 
during the fiscal year 1949-50, representing about 33.2 
per cent of all expenditures from the Social Security 
Fund during that period. The amount of money expended 
through age-benefits was several times as largesas that 
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spent through the non-means test superannuation benefits. 
In March 1945, there were 104,653 persons in receipt 
of the age-benerit. (1) This number represented 47.¢ 
per cent of the population age 60 and over. teas 
estimated that approximately 65 per cent of the age group 
65 and over, and about 18 per cent of the age group 6O 
to 64 were receiving age-benefits. 
Weete one maximum age-benefit is £130 per annum, the 
rate of pension payable depends primarily on the means 
of the claimant. The two elements in the test used to 
determine means are the amount of allowable income and 


the value of accumulated property. 


1. Income Qualifications 


For the purpose of determining the amount of age- 
benefit, the income of an applicant is, up to a certain 
amount, disregarded. Two levels are thus established, 
the amount of the age-benefit, £130, which represents 
the minimum income available to a beneficiary, and the 
amount of the age-benefit plus allowable income, which 
represents the maximum income awailabe to a benefictlary 
from all sources. If the applicant's total income including 
age=benefit and allowable income exceeds the maximum 
allowed, his age-benefit is reduced by the amount of the 
excess. The definition of allowable income is given in 


Appendix I. 
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(1) The latest date for which age distribution datalis 
available. 
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For determining the rate of benefit payable, applicants 
for age-benefit are placed in three classes: (1) single, 
widowed, divorced or legally separated persons; (2) married 
persons (only one spouse eligible); (3) married persons 
(both eligible). The basic rates and allowable income 
for these categories are summarized in Table I. 

A single person's maximum age-benefit of £150 per 
annum is reduced by £1 for every complete £1 by which 
the person's allowable income exceeds £78 per year. Hence, 
the total income ceiling for age-benefits and allowable 


income is £208. 


TABLE I 
BASIC RATES AND ALLOWABLE INCOME FOR AGE-BaNEPFITS 
FOR DIFFERENT CLASSES OF APPLICANTS 


Se ee ge a a ate ee 
| Votel of 
























Applicant | Yearly | Yearly Benefit and 
Basic Rate | Allowable Income} Allowable 
Income 

Single, widowed, £ 

separated or 

divorced 208 

Married persons 

(only one spouse 

eligible ) 130 208 258 

Married persons 

(both eligible ) S08 
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When the husband and wife are both eligible, each 
receives a benefit of £130 which is reduced by 10 shillings 
for every £1 by which the total allowable income of the 
couple is in excess of £78 a year. This means that the 
total income including age-benefits, when both husband 
and wife are eligible, has a ceiling of £358 a year. 

When either the husband or wife is eligible, the 
benefit is reduced by £1 for every £1 by which the total 
allowable income of the couple exceeds £208 per year. 

In other words the total income, including age-benefit, 
of the two persons may be £338 without effecting any re- 
duction in the amount of age-benefit provided. 

In the case of a married man who is eligible for an 
age-benefit when his wife is not, the Social Security 
Commission may increase his age-benefit by any amount 
not exceeding £130 per year, provided that the total of 
the benefit and the allowable income of the couple does 
not exceed £338 per year. The Commission has, therefore, 
the power to give to every married couple, of which only 
the husband is eligible, an age-benefit not exceeding 
£260 per year. It is understood that the Commission 
provides this discretionary benefit automatically in 
every case where the man is otherwise eligible for it. 

One factor in income qualification is the treatment of 
4ncome from relatives. "...There is no imputation of income 
where none exists and no assumption that other relatives 
BHould contribute to support”. 
M-92 
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should contribute to support", (1) "3s The Social Security 
Department never attempts to force relatives to assist a 
claimant for benefit even if they have the means to do so." (2) 
This policy is in contrast to the poor law practice which 


assumes relatives! responsibility in the application of the 


means test under public assistance programs. 


en rroperty Qualifications 


The New Zealand age-benefit scheme considers also the 
accumulated property of the applicant. The annual age-benefit 
is reduced f1 for each £10 of accumulated property in excess 
of £500. However; no account is taken of the value of the 
home and furniture; personal effects; any interest in land or 
mortgageson land; or any interest in an annuity or in an 
unmatured life insurance policy. Income from any of this 
property is not, however, excluded in the determination oT 
income. A reasonably generous exemption is permitted and 
accumulated property is defined in such a way as to conserve 
the beneficiary's equity in those capital resources which are 
required over and above sources of current income. 

Ti) Cash Benefits Under the New Zealand Soctal Security Program. 
Federal Security Agency, Washington, 1945, p.13. 


(2) L. Lipson, "The New Zealand Means Test", Public Adminis-~ 
tration, London, Winter Number, 1944/45, p. 13]. 
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The value of the accumulated property of any married 
applicant is equivalent to one half the value of the combined 
properties of the couple. In case the husband or Wine ae 3, 
the capital value of the accumulated property of the survivor 
remains the same and does not automatically double. 

If the accumulated property yields an income, reduction 
of the age-benefit is made on the basis of whichever provides 
the greater reduction, the value of the accumulated property 
or the income from that property, but not both. 

If an applicant for an age-benefit is directly or 
indirectly depriving himself of any property or income in erder 
that he may qualify, the Social Security Commission may, in 
$ts discretion, refuse to pay all or part of the benefit. 

Illustrations of the effect of varying amounts of 
allowable income and property on the age-benefit of a single 
person are shown in Appendix II. the* reductions in the tage= 
benefits of a married couple due to different amounts of other 
income are given in Appendix III while Appendix IV shows the 


effects of property on the age-benefits of a married CoOupLe. 


3. Residence Qualifications 

The Social Security Act provides for certain residence 
qualifications which apply to both the superannuation benefit 
and the age-benefit. 

Residence requirements are more restrictive for super- 
annuation, age and invalids! benefits than for short-term and 


family benefits. In the case of the superannuation and age 
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benefit, the minimum requirement is ten years for those who 
were residing in New Zealand on March 15, 1938, and twenty 
years for those who were not, with certain allowance for 
absences. Appendix V sets out in detail the residence re- 


quirements for age and superannuation benefits. 


1. Character Qualifications 

Prominent in the earlier laws for old age pensions in 
countries such as New Zealand and Australia were moral conditions 
which provided pensions only to individuals considered "worthy". 
In New Zealand this requirement has been carried forward into 
present-day legislation. For example, a claimant must be "of 
good moral character and sober habits" in order to be eligible 
for an age-benefit. Also, the applicant must not have deserted 
Crewvlrulily Cailied “to. malntain his «or her spouse or children, 
in the five years preceding application for benefit. In some 
countries, such as Canada and South Africa, the old age pension 
Jaws eve no Character qualifications, while, in the old age 
pension legislation in Great Britain, this same type of 
qualification was found, after a few years, to be impracticable 


and was abolished. 


5. Age-Benefit in Relation to Other Programs 
Age-Benefit for Superannuation Benefit Recipients. If 
a beneficiary in receipt of a superannuation benefit is later 


granted an age-benefit, the amount of the superannuation benefit 


is merged in the amount of the age-benefit granted. The 
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= 
Superannuation benefit is relatively small in the early years 
of the program and many of the persons 65 years and over find 
the amount insufficient to meet their needs. These persons 
usually apply for the means test age-benefit, and, having done 
so, the superannuation benefit is included in and forms a part 
of the age-benefit granted. 

Age-Benefit for Blind Persons. Where the applicant is 
totally blind, the amount of age-benefit together with any 
benefits and allowances payable to or in respect of the spouse 
is not allowed to be less than the total of the benefits and 
allowances which would have been payable if the applicant had 
been eligible for an invalid's benefit.. 

Veterans of the South African War and War Pensioners. 
Certain veterans of the South African War, if age beneficiaries, 
may receive a special allowance not exceeding £13/13/- ver 
annum, but only where income from ail sources, including the 
allowance, does not exceed £208 per annum. For war pensioners, 
the amount of a pension received under the War Pensions Act in 
respect of personal disablement is taken into account in 
arriving at the rate of age-benefit payable. Special regulations 
govern the cases of persons receiving pensions under the War 


Pensions Act, 1915, and the War Veterans Allowance Act, 1935. 
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ITI SUPERANNUATION BENEFIT 

In 1940 a superannuation meneaia payable to all residents 
age 65 and over, was inaugurated. Its introduction was based 
on the assumption that old age is a universal risk open to 
all persons, irrespective of occupation, income or any other 
factors. Benefits are not related to the number or amount of 
social security contributions but are payable at a flat rate. 

BY providing? initially asasvery modest benefit which wilt 
mature over a long period of time, the high cost of the immediate 
introduction of a non-means test universal benefit at full 
scale has been avoided, Appendix VI sets out the annual rates 
of superannuation benefit from its introduction in VOLO varie i. 
its maturity. The benefit increases at the rate of £2/10/ - 
annually until the maximum benefit of £130, equal to the maximum 
age-benefit now payable, is reached in 1988. At that time the 
age-benefit will be replaced by the superannuation benefit for 
alliepersons sage 65 and over. However, persons in the group 60 
to 64, inclusive, will still be eligible for the age-benefit 
on a means test basis. 

For the year 1950-51, the superannuation benefit is payable 
at the rate of £35 annually. Other than the attainment of age 
65, the only qualification is that of residence, for which the 
requirements are set out in Appendix V. | 

There were 68,167 persons receiving superannuation benefits 
at the end of September 19.9 and, according to official estimates, 
£2,195,500 was paid out in these benefits during the fiscal year 
1949-50, representing about 1.8 per cent of all expenditure from 


the Social Security Fund during that period. 
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Since the non-means test superannuation benefit is rela- 
tively small in the early years of the program, many persons 
age 65 and over find the amount insufficient to meet their 
needs. These persons usually apply for the means test age- 
benefit, When they do, their superannuation benefit forms a 
part of the age-benefit. Thus, in addition to the 68,167 
persons age 65 and over who were receiving superannuation 
benefits at the end of September 199, there were an estimated 
98,000 persons in the same age group who had their superannuation 
benefits merged with their age-benefits. 

The estimated £15,350,000 paid out in age-benefits in 
the fiscal year 199-50 included, therefore, some outlays that 
would have been made in the form of non-means test superannuation, 
if that benefit had not been merged with the age-benefit. It 
fevestimeated that about £3,105,000 of the £15,350,000 would, 
theoretically, be a commitment under superannuation. If this 
amount is added to the £2,195,500 which was actually paid out 
in superannuation benefits, the total commitment for superannuation 
in 1949-50 would have been about £5. million. However, even on 
this basis, the means test age-benefit expenditure (f£12.2 million) 
would be about 2% times as large as that for the non-means test 
superannuation benefit (£5. million). 

The merit of the New Zealand superannuation scheme lies in 
its universal coverage, with a benefit payable at age 65, and ii 
the legislative authority for automatic increases in the benefit 
rate to improve its adequacy. Thus, any supplementary income 
which may be necessary at retirement can be centered around the 
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Superannuation benefit and, as time goes by, the amount of 
Supplementary income required will decrease. Against these 
advantages must be set certain inadequacies. The low benefit 
provided since the inception of the scheme has forced wide 
participation in the means test program and it will be many 
years before the superannuation benefit, which is maturing 
gradually, will, in itself, provide adequate income maintenance 
for the aged. While under this plan costs are comparatively 
low at the present time, they will mount steadily, owing to 

the annual increments in the benefit and to the increase in 


the number of older persons. 


7 7 : 
te eeu sik ee .be of Yered fo lfaunmediege 
eee 

egaeroab If} Beadirpes Gost gist deme Ete 
| . — 
a) abatveo tox ed dau copadiavbs ” 

, A , 

1 eoitie pebivorg 
7 a 


igaqteliiag 7 | 


stoled eTaey 


- 


thiavisty 


20? * 





IV FINANCING THE PROGRAM 


ne 2ocis | security Fund 

Both the age-benefit and the superannuation benefit are 
payable from the Social Security Fund which was established 
by the Social Security Act and is maintained as a separate 
account in the Treasury ledger accounts, 

The two main sources of revenue for the Social Security 
Fund are the social security contribution and an annual 
appropriation from the consolidated fund. Any accumulated 
balance from the previous year's operation is carried forward 
Waite @ smali amount accrues to the Fund from fines and penalties 
payable under the Act, (1) It ise note the poliey of thet inescur, 
6 eredit the Social Security Fund with interest on surplus 
funds that may be temporarily invested since any interest accruing 
would correspondingly reduce the amount of subsidy required from 
the Consolidated Fund. (¢) 

The annual appropriation from the Consolidated Fund 
supplements the other Fund revenues to the extent needéd to 
provide for the total expenditures in the year and to maintain 
a contigency reserve of several million pounds. Thus, apart 


from the contigency reserve, the social security program in New 


Zealand is financed on a pay-as-you-go basis and avoids the 





(1) An annual social security registration fee payable by all 
persons over 16 years of age was introduced in 1938 but was 
abolished by an amendment to the Act in 19.5. 


CO ovevems OL sOClalupecurit New Zealand, International Labour 
Of tace),. Geneva, 19L9, ian 
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problems related to large reserves. The annual appropriation 
permits the Government to integrate the financing of this 
program with general fiscal policy. For example, a rise in 
unemployment would greatly increase outlays for unemployment 
benefits at a time when revenues from the social security 
contributions would probably have fallen, thereby increasing 
Une subsidy required from consolidated revenue. 

With respect to the need for reserves to meeti increased 
future liabilities of old age income security, it was recognized 
that the output of the economy in any year in which social 
security benefits are paid must furnish the goods and services 
consumed by the beneficiaries at that time. The real burden 
of maintaining the aged in the future cannot be provided by 
the present contributors by currently accumulating credits 
in a reserve fund. It was appreciated that the government 
could not practicably establish a reserve in any form except 
its own obligations and that, while a claim of one sector of 
the community (e.g., the aged) against the taxpayers of the 
community can be built up for future years by such a reserve, 
the real burden to the country cannot be shifted over time. 

The Fund finances the cost of monetary benefits, health 
services and administration in some cases with, and in others 
without, appropriation by Parliament. Monetary benefits for 
old age, widows, orphans, families, invalids, miners, sickness, 
unemployment and Maori war veterans, as well as for any refunds 
payable in respect of the social security contributton, are 


payable from the Social Security Fund without any appropriation 
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by Parliament. On the other hand, the universally available 
health services, social security administration costs, the 
cost of education and research in the fields of public health 
and social welfare and any other programs related to the Act, 
are financed from the Fund only in accordance with appropriations 
of Parliament. 

The following is the estimate of Social Security Fund 


receipts for the fiscal year 199-50: 


Receipts Amount Per .Cent 

Social Security contribution f£ 31,600,000 60. 

Miscellaneous receipts 36,000 Oe1 

Balance from previous year SoC OLy 16,6 
Trenster trom consolidated 

fund bee GOO. 000 2exg 

LoS 1 100.0 

Total een 





The distribution of receipts and expenditures is illustrated 
in the accompanying chart. Detailed expenditures under the 
Verlous sCavevOorles are civen: insAppendix Vii, 

Payments for age-benefits and superannuation benefits 
represented about 33.5 per cent of the expenditure of the Fund 
for 194.9-50, including the balance of £6,099,2h7. On the other 
hand, if this santicipated balence is excluded, the expenditure 
on old age income maintenance programs rises to about 38 per cent. 
This points» upythe relative importance of the old age income 
security measures in relation to other social security programs. 

With’ Si rising ssuperannuation® benefiv*rate,” thew annuad 
@ost ot old age Imcome security is steadrly increasing. When 
this is combined with the increase in proportion of persons 
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65 years and over, the present legislation makes very heavy 
financial commitments for old age income maintenance in future 
years, At the same time, it is anticipated that an increase 
in average man-hour productivity will accompany these 
increased costs thereby strengthening the capacity of the New 
Zealand economy to offset Partially or totally, this rising 
iinancial burden: 

Transfer incomes of £39.5 million were paid in 1948-9 
as social security benefits and war pensions. In the same 
year the national income (net national income ab Gactor cost 
which excludes transfer incomes) was an estimated Dio wie 
dion, Accordingly, social Security benefits and war pensions 
represented about 9.) per cent of national income while the 
PG. milion paid in age-benefits and Superannuation benefits 
in 1948-9 represented about 3.7 per cent, 

The estimated £31,600,000 which is to be raised in 1919-50 
through the Social security charge represents about 20.7 per 
cent of all revenues of the central government and about 23.8 
per cent of all taxation revenues anticipated for this year. 
Estimated expenditures for the social security program in 
1949-50 have been placed at £6.2 million, an amount equal 
to about 30.2 per cent of all revenues of the central govern- 
ment or about 3),.8 per cent of its taxation revenues. Reve- 
nues for the New Zealand Government for the years 19),8-l9 


and 19),9-50 are set out in Appendix VIII, 
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2. The Social Security Contribution 

The social, security contribution is a specially earmarked 
flat rate income tax or contribution on salaries, wages, and 
other income at a rate of one venny for every 13-1/3 d., or 
7% per cent, The introduction of this social security charge 
in the 1938 Act was not an innovation. During the thirties 
a similar levy, known as the Emergency Unemployment Charge, 
was placed upon individual income (but not company ieore a 
to ‘assist in financing the country's unemployment relief, 
program. This tax, which varied from a low of l= per cent 
ine Oat told hightof aper)icent in 1932) waseat-a rate of 
Seay, 3) per cent from 1935 until it was replaced under the 
1938 Act by a 5 per cent Social Security Contribution. This 
new contribution taxed not only wages and salaries without 
exemption for marital status and dependents, but also company 
net income. The rate was subsequently raised to 73 per cent. 

Income against which the contribution is charged falls 
into three classes: (1) wages and salaries, (2) individual 
income other than wages and salaries, and (3) net company 
income, Workmen's compensation, social security benefits and 
war pensions are exempt from the social security charge. 
Dividends derived from a company which has paid the social 
security contribution on its income or profits are not taxed, 


so that double taxation of dividends is avoided. 





(1) Company dividend income received by individuals was subject 
to the Emergency Unemployment Charge so that the extension 
of the Social Security Contribution to company income under 
the 1938 Act was not entirely a new source of revenue. 






















, fintoes volawsde aes 7 





- 


P frre anon o> Kat emoorgs SIat tart 
°jJay A FA SstOoNn 4 secvo 


| | re bontal sd? lines neg ey 


"Am "61 nNortvwenmaxs 7 


4 


iax ent ewoont deg 
a) » 


;esresio eead? eval 

2 oman.) eit? Vervo" emoont 

akva moo e' nance? eee 

; . mot] 2s, anenke ota Bsaote neg ~2W 
29 A wot? bev bteb ebirebt usa 
Moont aa! io doled lytnoe ytiearoge, 


biebivlh Yo woltexsa? eldeom tadd 
jah tadd 26 


? ae 
paeaS , 


' , 
- 


a | j j aVY.595S"% mogiis baebivte yn ge 

“o<:) 8 S. F } , 5 t J hab ea, > igo} oat T Oe 7 

Mateai dain a 2Liudtndco: yalemloae, sie 
Ear Ty io Seon Wen a ylenl mw, Bz, 


» 
7 


Provisions relating to the assessment, collection and 
recovery of the social security contribution are administered 
as an-income tax with the responsibility for collection of the eon 
bution resting upm the Commissioner of Taxes in the Land and 
Income Tax Department, 

Every verson 16 years of age and over residing in New 
Zoaland’ (sa tiable for the payment of the social SeCuriuy 
contribution. A person who arrives in New Zealand and remains 
for a continuous period of not less than 12 months is also 
liable for the tax. A few specific classes of persons, "sucu 
as diplomatic representatives and persons employed by inter- 
national organizations, have been exempted by order in council 
from payment of the contribubion. In addition, the Commission- 
er of Taxes may in cases of hardship exempt any person or 
company from the payment of any instalment of the contribution 
or of a penalty. All companies located in New Zealand are 
liable for the tax, as are non-resident companies in respect 
of the income derived by them from New Zealand. 

The social security charge on salaries and wages is 
deducted at the source. The employer is responsible for making 
these payroll deductions and maintaining necessary records. 
Where the Contributions collécted by a firm exceed Bo for a 
pay period, payment is made directly to the Land and Income 
Tax Department or at a money-order post office and receipts 
for) these payments are attached Go the firm's wage records, 
iieehe deductions are’ less than to, the employer is required 


to affix social security stamps of the appropriate denomi- 


nation on the firm's wage records. Stamps are purchased at 
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post offices. A firm's wage records, showing cancelled stamps 
or income tax receipts must be available for inspection for 
a minimum period of five years. 

As well as being a charge on wages and salaries, the 
social security contribution is levied on income other than 
Salaries and wages. Recipients of such income must make an 
annual declaration and pay the contribution in two equal 
instalments on July lst and November lst, 

Net company income is also subject to the social Security 
tax and companies have their contributions assessed on their 
income tax returns which are made out annually. The contribution 
1s payable in one sum. 

Penalties are imposed if an individual or firm fails to 
pegyy the tax and the employer is liable to penalties for failure 
to deduct contributions on behalf of his employees or to account 
for any amount which has been deducted. The Social Security 
Department may refuse or reduce the benefit if there has been 
a default in payment. 

ine main portion of the social security contribution is 
obtained from salaries and wages. For example, in the fiscal 
year 1945-6, 6239 per cent was received from this source 
while 13.4 per cent was derived from net company income and 
23./f per cent from individual income other than salaries, wages 
and net company income. Appendix IX gives the amounts of revenue 
derived by the social security charge from these three types 
of income while similar factors under national income accounts 


are shown in Appendix X. 
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Since the contribution is not graduated vrogressively 
in accordance with capacity to pay and since no provision is 
made for exemptions for marital status and dependents, the 
tax bears heavily on the lower income groups. On the other 
hand, persons in the low income area probably receive a 
greater share of the monetary benefits paid out. 

The social security charge on company income is not a 
tax on payroll and therefore provides no special inducement 
to an employer to reduce his payroll or to substitute machines 
for men. The amount of contribution is related to the 
imcome ‘or prolivs of the firm with the result that, if the 
firm Le operating with a deficit, 1t will mot have to pay 
any social security contribution: Accordingly, under depressed 
economic conditions the firm would have no direct incentive 
to release workers in.order to reduce its tax costs. However, 
employers as individuals pay the charge on their own income 
and, to the extent that general taxes are used to finance the 
scheme, they contribute indirectly. 

The social security charge has the advantage of being a 
combined contribution for a number of benefit programs. (1) 
By avoiding a number of individual earmarked levies the combined 
contribution simplifies administrative procedures and reduces 


administrative costs both to employers and the government. 


(1) Payable without a means test are the superannuation benefits, 
family benefits (family allowances), miners' benefits, 
maternity benefits, hospital benefits, medical benefits, 
pharmaceutical benefits and supplementary (medical care) 
benefits. Payable under a means test are the age-benefits, 
sickness benefits, widows' benefits, orphans' benefits, 
invalids' benefits, and emergency benefits. Unemployment 
benefits are subject to means test at the discretion of 
the Commission. 
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Purther, eligibility for and the size of benefit are not 
determined by the number and magnitude of contributions that 
have been made. The purpose of the social security contri- 
bution is to raise revenue, not to establish benefit rights. 
Neither the Social Security Department nor the Land and 
Income Tax Department maintains individual contribution 
records, This: avoids the complicated and costly adminis- 
trative machinery required under schemes where the benefit 


is determined on the basis of individual records. 
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V ADMINISTRATION 


Administration of cash benefits provided under the Act 
is the responsibility of the Social Security Commission, 
under the general direction and control of the Minister of 
Social Security. The members of the Social Security Commission, 
which is composed of a chairman and not more than two other 
members, are the principal officers of the. Social Security 
Department. Much of the responsibility in administering the 
cash benefits is delegated by the Commission to other officers 
of the Department. 

The Health Department administers the health benefits 
while the Land and Income Tax Department collects the contri- 
DuLsons GO the Social Security Fund, 

The Head Office of the Social Security Department main- 
Gains a national card index and record system which provides 
Sec lose check "on ai | applicants for vener it. Tenporary 
benefits, such as unemployment and sickness, are paid by 
local offices. All other benefits including superannuation 
and age benefits, are paid from the Head Office. 

The country has been divided into 19 districts with a 
branch office of the Social Security Department in the princi- 
pal town in each district. Each office is administered by a 
Registrar of Social Security. The Commission has delegated 
to these Registrars powers for the granting and subsequent 
supervision of all types of benefit except the emergency, 


superannuation, and miners! benefits. 
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The Registrar issues a payment voucher as soon as he 
grants a benefit for unemployment and sickness. All other 
payment vouchers are produced at the Head Office. These 
vouchers are forwarded throughout New Zealand to the paying 
offices which are the social security offices and money- 
order post offices. After the individual has received pay- 
ment the receipted voucher is returned to the central office 
where it is checked off against the beneficiary's account. 

ia many eoreLnG districts there are local orfices 
controlled by a district agent and supervised by the 
Repistrar of what district. There are 22 districy agents 
and their delegated power to grant benefits is restricted to 
unemployment and sickness benefits. They investigate claims 
for wther benefits and Submit them to the District Registrar 
Por cjeciaion. 

An applicant or beneficiary has the right to appeal to 
the Commission against any decision by a registrar affecting 
the granting, refusal, renewai or review of a benefit and 


Ghne deée1sion:y of the Commission is final. 
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APPENDIX I 


Definition of Allowable Income under the Age-Benefit Program 


Bxcept for certain exclusions, the allowable income 
which is considered in determining eligibility for age-benefit 
includes all moneys and the value of all benefits derived or 
received by a person from any source for his own use. 

Howevers neither cash benerits nor the value or any 
Service received under the Social Security Act are vounted 
as allowable income, nor is any money received as a funeral 
Dener it, from 8 friendly society. 

Excluded also are capital funds received from the sale 
or exchange of property, from the estate of a deceased husband 
or wife, or from an insurance policy for property damaged by 
fire, as well as capital sums up to £500 received under life 
imeaurance Mola1cies om the life of the beneficiary. “In 
addition, exclusions are made for capital funds received up 
to £500 under any legacy (other than from a deceased husband 
or wife), or as compensation for damages with respect to the 
Gsethnror bodily injury Of any person, or under a policy of 


life insurance other than on the life of the beneficiary. 
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APPENDIX II 


EFFECT OF ALLOWABLE INCOME AND PROPERTY QUALIFICATIONS ON THE 
AMOUNT OF AGE-BENEFIT OF SINGLE BENEFICIARIES 


A - ALLOWABLE INCOME 








Age-Benefit Total Income 


c c 
Nil abet: eo 
20 | 130 150 
0 | 130 Lo 

@) 130 190 
78 130 208 
80 128 208 
100 108 208 
120 | 88 208 
10 68 208 
160 | 118 208 
180 | 28 | 208 
ae | 8 | 208 
20 Nil 208 
ia ee esi ae bile see 


B - PROPERTY 





ee 





ae ee ee ee ee 


Amount of Reduction 


Property Value in Age-Benetit 














L £ 
500 or less Nil 
520 eC 
600 10 
800 30 
1,000 50 
fey 316) 70 
1.00 90 
ee 110 
12 e068 “uk 139 
Note: If a verson had other income of £80 per year and 


property of £800, his age-benefit would amount to 
files (see A above) less £30 (see B above), or £98 
per, year. 
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APPENDIX V 


RESIDENCE REQUIREMENTS FOR AGE AND SUPERANNUATION BENEFITS 


An applicant who was resident in New Zealand on 15th 
March, 1938, is required to have resided continuously in. the 
Dominion for the ten years immediately proceding the date of 
application, subtect to an aggregate allowance of one year 
for absence during that period and a further allowance of six 
months! absence for every year of residence in excess of ten 
years. Where the absence during the ten years immediately 
preceding the application date has exceeded one year, however, 
the applicant must not have been outside New Zealand at any 
Lime during the twelve months immediately preceding the date 
of His application. (For tabular presentation, see next page). 

An applicant who was not resident in New Zealand on 15th 
March, 1938, is required to have resided continuously in the 
Dominion for the twenty years immediately preceding the date 
of application, subject to an aggregate allowance of two years 
for absence during that period and a further allowance of six 
months! -absence Tor every year of residence in excess of twenty 
years. Where the absence during the twenty years immediately 
preceding the application date has exceeded two years, how- 
ever, the applicant must not have been outside New Zealand 
at any time during the twelve months immediately preceding 
the date of his application. (Por tabular presentation, see 
next page). 

In the case of a seaman, any absence from the Dominion 


while serving on any New Zealand owned or registered ship 
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=04- 
engaged in trading to and from New Zealand is not counted as 
a period of absence if the seaman's home or family was in 
New Zealand while he was so engaged. 

If a beneficiary leaves the country and returns to it eny 
time within five years he is not required to comply with the 
residential qualifications on subsequent applicant for a 
benefit of the same type as that previously received. 

The scale of absences allowed when the applicant is 
required to have resided in New Zealand for ten years 


immediately preceding application is as follows: 


Period Since 














Period Since Arrival Absence | Arrival in Absence 
in New Zealand Allowed |New Zealand Allowed 
10 years 1 year el years 8 years 
is iy lg years -26 A 9g 4 
ie 1! a ! Be 'Y ae) i} 
13 '! oe '! 30 1! Laan tt 
algae " sir " ave " 134 " 
15 Y 32 i} LO ! 16 "! 
16 It In ¥ " Ls 1! 182 " 
18 '"! 5 t! 50 {! aa 1 
26 " 6 Ht | 55 ! 234 1 
Bo " 7 " | 60 '! 26 " 


The scate of absences allowed when the applicant is 
required to have resided in New Zealand for twenty years 


ammediately preceding application is as follows: 
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Period Since Arrival Absence 


Period Since Arrival Absence 


in New Zealand Allowed in New Zealand Allowed 
20 years 2 ieee 34 years 9 years 
t! dt '! 


et 23 ice Oe! 
Pe if 3 "! 36 '! ri tt 
eA " 34 '! LLo " Le ! 
1"! " " ‘i " 
Se '! it '! te '! i " 
2 ee ue 15 | 
a he ee 50 ns a 
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APPENDIX VI 


RATES OF UNIVERSAL SUPHRANNUATION PAYMENTS 





Fiscal Year 





| #@#iscal Year 








Commencing | Rate | Commencing § | Rate 
Ape ree! : Per Annum HATA | Per Annum 
i| | 
1940 | a eey ie 1965 | £727 10)— 
1941 | 127107. 1 1966 | aye 
1942 eae i 1967 | OO we 
194% | Lp 1LO/ = | 1968 80/- 
1944 2Oy= ! 1969 | 82/10) = 
1945 | Pe f10/ - | | 
1946 Pha | 1970 Spo) ice 
1947 eu Wan (Gy | 1971 | ee Shey es 
1948 | 50/- 1 1972 | aoe : 
1949 | 32/10/- l 197% 92/10/- 
| } 1974 | 95/- 
1950 alors | 1975 | 97/10/— 
1951 Si L0se i 1976 | 100/~ 
1952 NO } 1977 102 oy 
1953 42/10/- 1 1978 | L057— 
1954 45/4. i 19'79 | LOZ ALOy = 
1955 eae = i | 
1956 | 507m | 1980 | uvey a 
1957 527107 - | 1981 | pie key 
1958 | 257 1 1982 iiay 
1959 uy ahey | 1983 cae Akay 
| i 1984 120/- 
1960 Boy = | 1985 ee iO) = 
1961 62710 7= | 1986 | tb ies 
1962 ye | 1987 IZ TAO 
1963 67 £107.— | 1988 MoO t= 
1964 of- 
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APPENDIX VII 


SOCIAL SECURITY FUND OPERATIONS, NEW ZEALAND 
1948-49, 1949-50 





F Tar ¢ ‘ 
Year Ended 3lst! Estimate for Year 
Item | March, 1949 Ended 3lst 
| | March, 1950 











Receipts 


1. Social security charge Beste oOo oL,c00, G00 
2. Miscellaneous receipts DS, CoOL 56,000 
5. Balance from previous year fveal, 3S Oo, 6eL 917 
4. Transfer from Consolidated Fund 15,000, 000 12,000, 000 


ee ere 


Expenditures | 


1. Monetary benefits: 





Total 51,678,954 | Vee ey aot 7 











Age | Pa Oey 1 L570 50, G00 
Universal superannuation dO Sy So oy Looe SUG 
Widows 127 OG0 Sy Loon wou 
Orphans @ hy Ome Pad ergs 910) 
Family 4,242 5205 14,796,000 
Invalids 1,348,616 1,426,500 
Miners LS eo : 10 5 DOO 
Maori War LG - 
Unemployment 8,948 LO, vo 
Sickness Lin aig dn Sa boo, GOO 
Maintenance moneys 580 ~ 
2. Kmergency benefits | 2ol,409 ole, 8OO 
©. Hospital benefits, etc. : | 
Maternity benefits 916, 120 : O16 3000 
Hospital benefits dpe tee Te 2, 020,000 
Medical benefits | H, 006, 6el py 18 ey VICE 
Pharmaceutical benefits EE Acree sh") LoL oOo 
Supplementary benefits Sole cic | 1, 800 , 000 
4. Administration expenses 129,209 194; 920) 
5. Unauthorized expenditure: 
services not provided for Yo - 
Sub total, items 1 to 5 42,997,037 | 46,218,670 
6. Balance 8,681,917 | 6,099,227 
Meh ays a bl, O7o tube De ye ay ay 
a a 











Source: Budset, 1949, Minister of Finance, New 4Gealand, August 18, 1949, 
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